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Introduction

Overall the paper was considered to be of a broadly similar standard to the previous year.
In general candidate performance was at a high level, with answers showing a firm grasp
of the requirements of the specification. Many of the candidates knew how to recognise the
evaluation command words and some made good attempts at demonstrating this higher-
order skill.

GCE Economics 6EC02 01 3



Question 1 (a) (i)

(a) (i) With reference to Figure 1, what is meant by ‘labour productivity'?

(4)
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Examiner Comments

Correct definition (2) and reference to data (2).

(a) (i) With reference to Figure 1, what is meant by ‘labour productivity'?
(4)
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ResultsPlus

Examiner Comments

Correct definition (2) and reference to data (2).
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Question 1 (a) (ii)

(i) Explain two possible reasons why UK labour productivity declined during the
period 2007-2009 (Figure 1).
(8)
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szxaminer Comments

4 marks for worsening healthcare leading to the
workforce becoming less productive. 4 marks for
less TU or worker power leading to a poorer working
environment and resentful and less motivated staff.
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(i) Explain two possible reasons why UK labour productivity declined during the
period 2007-2009 (Figure 1).
(8)
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Examiner Comments

Nothing for the first paragraph as it referred to a fall
in total output. 2 marks for investment in education
and the benefit of the doubt was given for the second
2 marks, although the candidate should really have
explained how education raises a worker's output.

GCE Economics 6EC02 01




Question 1 (b) (i)

(b) (i) With reference to Extract 1, explain what is likely to be ‘the biggest risk to
growth in the UK. (Lines 1 -2)

<D/ ResultsPlus

Examiner Comments

The first sentence generated the marks for the reference
to the data and a further 2 marks were awarded for effect
on the UK's exports. The explanation of AD shifting to the
left and the output falling was awarded another 2 marks.
The diagram would have gained a further 2 marks but the
maximum for that section had been reached.
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ResultsPlus

(b) (i) With reference to Extract 1, explain what is likely to be ‘the biggest risk to
growth in the UK! (Lines 1 -2F

(6)
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Examiner Comments

The first paragraph was awarded 4 marks for the effect
on UK exports and the reference to the data. The
second paragraph generated another 2 giving full marks.

Had the final paragraph been submitted in isolation it
would have also reached full marks.
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Question 1 (b) (ii)

(ii) Explain two factors that might lead to an increase in investment in the UK.
(8)
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The first paragraph: cut in corporation tax
awarded 2 marks, would result in firms having
more profit after tax awarded 2 marks.

The second paragraph: subsidies awarded 2
marks; make firms feel more secure about
investing awarded 2 marks. Maximum 8 marks
but tax breaks to firms was also correct.
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(i) Explait might lead to an increase in investment in the UK,

[
ﬂExaminer Comments

Decrease in cost of borrowing awarded 2
marks and receive more profit awarded 2 marks.

Confidence awarded 2 marks and a quicker rate of
return awarded 2 marks.
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Question 1 (b) (iii)

i N\

*(iil) With reference to Figure 2, me@éniﬁcance pf investment for economic

growth. lllustrate your answer with an aggregate demand and supply diagram.
(12)
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Examiner Comments

<?Z ResultsPlus

Diagram 3 not 4 as Y axis labelled as Price not Price Level.
Makes workers more productive (2), hence increasing AS in
the long term (2). KAA max 6 marks (as no data). The new
technology point is separate but it is explained and the idea
of the effect being in the long term was worth 2 evaluation
marks. The AS diagram is also worth 3 marks for the same
reason but full KAA marks have already been awarded.

On the second page 2 marks were awarded for evaluation of
the magnitude of the investment.
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IF£ .
*(iil) With reference to Figure 2, discuss the significance of investment for economic bC
growth. lllustrate your answer with an aggregate demand and supply diagram.

(12)
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ﬂExaminer Comments

The first Paragraph: 2 marks awarded for data. Diagram
awarded 4 marks as benefit of the doubt on the abbreviation
of Price Level. Investment is a component of AD and a fall
causes a leftward shift and a fall in GDP 2 marks. Maximum
KAA 8 marks, so nothing could be credited for the AS diagram.

On the second page each paragraph was awarded 2 marks
for evaluation.
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Question 1 (c)

hlan W oo
t
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*(c) Assess the likely impact of UK government labour market policies on any three

macroeconomic objectives. Refer to the information provided and to your own
knowledge.

(30)
Macioeconomic. .. 0Ly etivey. . 08 .. Gatis.. 00 arates.  Sek..

Do ckives. AL Vo Sradale. Jaflanon LALLM E L) e
g
nempioy palnsg.On..... ALODL.. ) 9. QRN

onvuconmatat
mmtumawgmmn%m\onwmwme*mhumOLXQ

o Areeemas L unemploymeat. . And. . a0cme. . e productiay
D SAROML

qun-gmp\awjmﬂ*wwkdmvt an. dmpack wivh | Now

.,,9.i':ﬁs.h..\.ﬂ........,....}..Qs.fikﬂxﬂ«i}n....r“.,,,.,ﬂ.&LD.I..I‘.‘LiAg.... the  Hoe . B \\ips.. SAVE e

...................... Lonposiie. o v oW sl

............... R ¥ 1f\¥ri&hﬁn0\“ﬁﬂllnwune_m'meﬁme,nr

|
i
hLr N \,ONUﬂmemtﬂm AL ARt AL

A, 8, Unem oyt

[ m[-mhanwmmbe_hxskﬂr
Mg eyt b i’lm&ﬁmuqmmtmmm Wee bow

l}*h&%mv-ﬁ.mmw

&tﬂ\d&m{"mhmmﬂ,,mmp\%mmrwumdhehahﬂ"
. Padlyp! e . . .
slmWﬁm"“” ERACITATINNN - N R ANUN S R ¥ SR

Apapossiade.. by how e b Lo skabale. Lk S0 e Ao,

M@m{ﬁ.mm&nxwmhmfe,\-o‘&Vle.wﬁhs,n—”mmml—

SWoomisn . in. Gedel . donye... Wi

Jboomoce. dmpockont . ond whida e td. benefit. e U

.

,,...,\osj...........m,......gwu,amnm..-.........!;‘s........l}..g‘u.z...__....e.m.mnm.......,ng‘,..v...m.a.c,.m.e.mmm i4

—

GCE Economics 6EC02 01

15



- _—

S T A 5 o X
\nL(MNr\KjM?fQ&\:ﬁ\V\‘S‘jQ{-lﬁs.\#ourm&du}m\d
Lomeon ek Hee Popreqate. ... AMGNG.... 2R MACKROSE ...
Iirmmuw;&mvewa,neﬁa’wumpacrcnﬂ\&w\fsmnr\f’eﬂk
oA L0 MPTIRI... NC(EOSE S, ALms Wil nove 18 produee..
,..mw-e,....gmds ............ WinlGh Wwond . M 0 mmamlgasu

N Mg AVICD AMENY - TS Wowsd. (onblick e vavs Weg

NG 0O ABMAL.... Qo €Ki Of .. A ANLL  areene (. envitonmger
................ Comrd.be . Grgued.. thal.. 1fL&bquru:\mmfe_pfocluc’r\w,
A 0 RSE. ML AeMand. . LA AOY... (ST LANQLL.

Snmu,sagmf.sms\gpo\wedmﬂ\a&hvnranmmrm

DNALAIARD. RAL.. oM. P MOre. . e HICIRAY. 2 T SN0 ... depends
upunmwwowmvetm\qufmuw.crblf-Mwa

OF... Y& PRGN ) TG DN Wtk OON R OAPRLY. ..

ﬂnvs(onmem’r\rmntimﬂwuﬂs(utjpmdudwe .
*ih.ggwunmmm%f\or‘oem\gwmmpwehnw
MUK .. L0 ORSES . Tne. . firon. . Pfaduur\ﬁ ekuce.. and...
&H&rl"f\lpmd-m,’hﬂ*ﬁQElmW(

M A ﬁ%xe@m—e Ae,mewl

hpmoo X : M nereade A

| :
S N P o hpur  wihe . H'\n. hﬂ&(‘E{]&We
= HE). ........ Qmonsh b Shikhed o

GCE Economics 6EC02 01




B AR CI . XN > 3-%Y S FABI. LY 2728 T VIO 2708 e M Abour s
NGAQ preA A MR people. okl . M cared. L.

=
e
>
2
~
-
3
3,
L
2
c
>
-
=
~
r
e
™
-
2
oy
g
S
o
3
=

Ao A0 N produdtivibu...of. (0dour. _M%L_\
A 6 o0, 0y ore . RIOA v, PILCE 0f. Q.. 300ds
Lomigerdeccease . Thiy wowld. . have. oo positive...
Snapoer on o tae o tow)skeabletn BlaRow o6 22
..... %u.k*‘v\e&uwt ament...smetd... e - Thals. wWowlad ...
ego  nklobewn. low . dwe o tae  fokk da Prices. Of.

LOusty g SROvicey r e et Y O RN LS

DT RN Nt |

N
<I:/ ResultsPlus

Examiner Comments

Full marks for identifying 3 macroeconomic objectives in the
first paragraph, 6 marks.

However this candidate received no further marks as the essay
addressed a different question. It focused on the conflict
between macroeconomic policies rather than identifying the
impact of labour market policies on macroeconomic objectives.
No evaluation marks can be awarded either.
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This candidate does just enough to reach full marks.

*(c) Assess the likely impact of UK government labour market policies on any three
macroeconomic objectives. Refer to the information provided and to your own
knowledge.

GCE Economics 6EC02 01
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<D/ Vz ResultsPlus

Examiner Comments

Implicit objective of economic growth identified, 2 marks. Education and training leading to
higher productivity and therefore growth, 4 marks. 6 evaluation marks were awarded for
explaining that the policy is expensive leading to higher government debt and also that the
improvement in performance will take time.

Making trade unions weaker would lead to less strikes and more productivity therefore higher
growth, was awarded 4 marks. Implicit objective of reducing inequality was given the benefit
of the doubt, 2 marks and 4 evaluation marks were awarded for the driving down of wages
and social repercussions.

Reducing the government debt 2 marks, by reducing income tax and benefits which lead to
higher output and productivity awarded 4 marks. KAA max 18 marks is reached. A further 4
evaluation marks were awarded for the lower tax revenues impact on the PSBR and also the
potential increase in poverty of the people who remain on lower benefits. Evaluation Max 12.
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Question 2 (a) (i)

(a) (i) With reference to Extract 1, what is meant by a “budget deficit” (line 2)7

ok o 60

ResultsPlus

Examiner Comments

Definition 2 marks and 2 marks for data reference.

(a) (i) With reference to Extract 1, what is meant by a “budget deficit” (line 2)?

(4)
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Examiner Comments

Definition awarded 2 marks but no data provided.
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Question 2 (a) (ii)

(i) With reference to Extract 1, explain the likely impact of a reduction in the
budget deficit on the circular flow of income.
(8)
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szxammer Comments

2 marks for the data in the first paragraph.

In the third paragraph 2 marks for injection will
decrease. The candidate already had the notion of the
money flowing round in the second paragraph, so 2
marks were awarded for less money flowing in the third.
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(i) With reference to Extract 1, explain the likely impact of a reduction in the

budget deficit on the circular flow of income.
(8)

___________________________________________ €. . A Cedinchi... wﬂul—m‘lw ‘*’}"’J ; W WA

e o 0. AR

____________________________________________ F\T&&mmﬁ «F(,w YN i e A W Mjwhm

,&IJMA&&L ‘L\jtcﬁw aen.chindes.. ﬁdwf«‘uwmﬂ “Twwfmr and.. ackas 4
nchdtn. Yook, L Ettract. B B ke cprstasmnd.. o ot

................ MMWMu;%& Sﬂ'.E(LM&m%J W -Qu,g.u.c,ﬂi}
SE— ?J\ML‘)% ok I &m%;nwfﬁ
ﬁ”-‘-'mm, ......... I M@&M%f«)mmm?ﬁ%h

................... AL St O B0 A i ggecd. Londi..
mduﬁ"ﬂ Leody.. d0... 6. 13&(4\]"?4’ (j’lﬂ”‘f}LW ,mww_))

<dtz ResultsPlus
Examiner Comments

No marks for definition of circular flow as both attempts
were insufficiently comprehensive. In the two sentences
following the candidate picked up 6 marks.
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Question 2 (a) (iii)

This is an excellent response.

(il Using an aggregate demand and aggregate supply diagram, evaluate the
effect on output of the half a million public sector job cuts (Extract 1, Line 12).
(12)
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ﬂExaminer Comments

Diagram awarded 4 marks and consume less
goods and services awarded 2 marks with fall
in AD and output a further 2 marks making
KAA maximum of 8 marks.

3 sets of 4 marks for evaluation could have
been awarded; full capacity 4 marks, private
sector picking up the slack 4 marks and the
impact of other components 4 marks.
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(iii) Using an aggregate demand and aggregate supply diagram, e

GCE Economics 6EC02 01

the

effect on output of the half a million public sector job cuts (Extract 1, Line 12),
(12)
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Examiner Comments

Diagram awarded 4 marks, cutting G 2 marks and
pulling AD and RNO down awarded 2 marks mean
KAA maximum of 8 marks was achieved.

Credit would have been awarded for an explanation
of the effect on AS had full marks not already been
obtained. However on the second page 2 marks
for evaluation was awarded for explaining that the
combined effect might lead to a large fall in RNO.
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Question 2 (b) (i)

(b) (i) With reference to Extract 2, explain what has happened to “spare capacity”
(line 29) in the context of the UK economy.
(6)
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Examiner Comments

Recession awarded 2 marks, unemployment 2
marks and the definition of not working at full
employment 2 marks. A total of 6 marks awarded.

(b) (i) With reference to Extract 2, explain what has happened to “spare capacity”
{line 29) in the context of the UK economy.
(6)
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tZExammer Comments

Definition 2 marks, unemployment 2 marks, poor utilisation of
capital 2 marks give the maximum of 6 marks. The reference
to a recession would have been worth another 2 marks.
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Question 2 (b) (ii)

(i) With reference to Extract 2, analyse two of the causes of inflationary pressure

that the Governor views as “temporary”.
(8)
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Examiner Comments

<D;z ResultsPlus

World food prices rose by 31.5% and the increase in the cost will shift the
AS left, awarded 4 marks. An increase in oil prices 2 marks, increase the
cost of production 2 marks, leads to the maximum of 8 marks.

A further 2 would have been awarded for the costs being passed on to
the consumers and the price level would increase.
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(i) With reference to Extract 2, analyse two of the causes of inflationary pressure
that the Governor views as “temporary”.

(8)
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Examiner Comments

Vat rise 2 marks, increases the prices of a large number
of items in the basket of goods therefore increasing the
CPI 2 marks.

The rise in oil prices 2 marks, cause cost-push inflation
as firms are forced to increase the price of goods 2
marks. A further 2 marks could have been awarded
most manufactured goods need oil to be produced.
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Question 2 (b) (iii)

This was a very good answer.

i

*(ii)) In light of the information provided, assess the case for an increase in the
\ base interest rate set by the Monetary Policy Committee,

(MPC)

(12)
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<I:/ ResultsPlus

Examiner Comments

The first paragraph described the mechanism but does not make the
case for it.

In the second paragraph the candidate established the cause as cost
push inflation 2 marks and identified that it cannot be solved by an
interest rate increase 2 marks.

On the second page the case for an increase in interest rates is
effectively made in terms of strengthening the pound 2 marks and
reducing imported cost push inflation 2 marks.

The final paragraph earned maximum marks for the reflection on the
effect on exports 2 marks and the current account 2 marks, as well as
recognising it is not the main target of the MPC 2 marks.
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This was an excellent answer.

*(iii) In light of the information provided, assess the case for an increase in the
base interest rate set by the Monetary Policy Committee,

(nPC)
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Examiner Comments
This candidate identified that the rate is above target and tolerance, 2 marks and that a rise in interest

rates would make consumer demand and the general price level fall, 2 marks.

After establishing that the origins are cost push inflation, 2 marks; an increase would lead to a rise in
borrowing costs and therefore the costs of production, 2 marks.

By identifying the time lag for the full effect of the interest rate change to take effect, 2 marks and that
the inflationary pressures are only temporary, 2 marks then an increase will not address the problem.
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Question 2 (c)

This is not a particularly strong answer but it does just enough with the benefit of the doubt
to reach full marks.

*(c) With reference to Extract 2, evaluate the likely impact c@m Z
macroeconomic objectives.

(30)
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Examiner Comments

6 marks for macroeconomic objectives.

4 marks for the erosion of UK's price competitiveness and a widening of the
balance of payments deficit. The second page gains 4 marks for evaluation by
explaining that the UK has been effective at attracting capital flows which
might to some extent offset the deficit. The argument goes beyond the
syllabus at AS and despite not addressing the impact high inflation might have
on capital flows, the candidate was given the benefit of the doubt.

4 marks for rising unemployment from a contraction in spending generated by
high inflation. 4 marks for evaluation explaining that the government's ability
to take remedial action is severely reduced by the mounting national debt.

4 marks for the widening of the inequality of income. On the final page 4
marks were awarded for evaluation on how the government might mitigate
the impact already identified through supply side policies.
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*(c) With reference to Extract 2, evaluate the likely impact of higher inflation on three

macroeconomic objectives.
(30)
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Examiner Comments

The first paragraph got 4 marks for the effect on the balance of payments and
the candidate was given the benefit of the doubt on implicit understanding of the
related macroeconomic objective, 2 marks even though it wasn't stated explicitly.
4 evaluation marks were earned in the next paragraph.

Keeping unemployment low, 2 marks was assumed to be the implicit objective but
only 2 marks were awarded for the explanation of why rising costs might lead to
redundancies, as the AS shift to the left is actually caused by oil and food rather than
labour. However switching to substitute materials which is cheaper and had a similar
effect earned 4 evaluation marks.

Once again an implicit understanding of the objective of a fairer distribution of
income, 2 marks; was assumed from the level of analysis. The analysis was awarded
4 marks. A further 4 evaluation marks were awarded for the explanation about the
level of benefits potentially offsetting the impact on living standards.

The final paragraph could have earned 2 marks for an implicit understanding of the
growth objective and 2 marks for the brief explanation. However it would not have
exceeded the section on unemployment and so the total marks for KAA was 16 and
evaluation 12 = 28.
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Paper Summary

There was a 7:3 split in favour of answering question 2, probably as a result of the more
central concepts being assessed. 2 aiii and 2c were relatively straight forward questions and
gave candidates the opportunity to display their skills. 2biii challenged many candidates and
differentiated between them. It was felt candidates may have avoided question 1 because
of its focus on the labour market, particularly as questions on labour productivity seemed

to challenge the candidates more rigorously than most. At the weaker end of the cohort
there were a significant number of candidates who did not answer the longer essay
questions (1c and 2c) directly. Some preferred to write about the effectiveness of supply
side policies. Having said that there were some very good answers to questions 1c and 2c
by the stronger candidates.

Most candidates showed considerable awareness of the current state of the economy and
some made good use of this information to help them evaluate. This real interest in the
economy was evident in many papers and was easy to credit within the flexible mark
scheme.

Grade Boundaries
Grade boundaries for this, and all other papers, can be found on the website on this link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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